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IBRD Loans to Norway and Peru 


Norway 


The International Bank for Reconstruction and Devel- 
opment announced on April 19 a combined operation 
with the investment market to lend $40 million to the 
Kingdom of Norway. A nationwide underwriting group 
of 30 investment firms and banks headed by Kuhn, Loeb 
& Co., Harriman Ripley & Co. Incorporated, Lazard 
Freres & Co., and Smith, Barney & Co. will offer $15 
million of Norwegian bonds, and the International Bank 
will make a loan of $25 million. The proceeds of the 
bond issue and of the Bank’s loan will be applied to the 
foreign exchange costs of capital equipment required 
for the development of the Norwegian economy. 

The bond issue is designated as the “Kingdom of Nor- 
way External Loan Bonds of 1955” and dated April 15, 
1955. It is divided by maturities as follows: $2.5 mil- 
lion of three-year 35 per cent bonds, $2.5 million of 
four-year 334 per cent bonds, $2.5 million of five-year 
3% per cent bonds, and $7.5 million of ten-year 444 
per cent sinking fund bonds, due April 15, 1965. All 
maturities are being offered at 100 per cent plus accrued 
interest. The previous public issue of Norwegian bonds 
sold in the United States market was made in April 1947, 
when $10 million of ten-year sinking fund 344 per cent 
bonds were placed. All the bonds are callable for redemp- 
tion in whole or in part, on 30 days’ notice, at the option 
of the Norwegian Government. Provision has been made 
for a redemption premium of 14 of 1 per cent for each 
period of 12 months or fraction thereof from the date 
fixed for redemption to the respective maturity dates. 
For sinking fund purposes the ten-year bonds are callable 
on 30 days’ notice at 100 per cent plus accrued interest 
to the date of redemption. Retirements under the sinking 
fund are on a semiannual basis commencing on Oc- 
tober 15, 1960, and on each interest payment date there- 
after. The schedule of the principal amount of bonds to 
be retired is on an ascending scale and is designed to 
retire the whole issue of ten-year bonds by maturity. 

The $25 million Bank loan is for a term of 20 years and 
bears interest of 434 per cent including the statutory 
commission of 1 per cent. It is expected that about one 
half of the Bank’s loan will be disbursed in pounds 
sterling and Dutch guilders. A total of $5 million of the 
Bank’s loan will be amortized on a semiannual basis in 
the sixth and seventh years (November 1960-May 1962). 
Amortization of the remaining $20 million of the loan 





will begin in November 1965, shortly after the ten-year 
bonds of the public issue reach final maturity. 

The proceeds of the public bond issue, which in the 
first instance will be added to the foreign exchange 
reserves of Norway, will be applied to the purchase and 
importation of capital goods required to continue the 
development of the Norwegian economy. The proceeds 
of the Bank loan will be applied similarly, the specific 
goods to be determined by agreement between Norway 
and the Bank. The greater part of Norway’s power 
potential is still undeveloped, and its continued exploita- 
tion as a base for industrial expansion is a promising 
field. In particular, there are good prospects for increased 
output of aluminum, for which world demand is rapidly 
expanding, and it is also the intention to increase Nor- 
ways production of other metals, such as magnesium 
and titanium, which are coming into greater use. 

The present loan is the second made to the Kingdom 
of Norway by the World Bank. The previous loan, also 
for $25 million, was made in April 1954 and was fully 
disbursed by the end of September 1954. 


Peru 


On April 19 the International Bank for Reconstruction 
and Development also made a loan of $2.5 million to a 
private Peruvian company to help finance the construc- 
tion of a Portland cement plant at Pacasmayo in Northern 
Peru. The borrower is the Compania Nacional de Ce- 
mento Portland del Norte, S.A. The loan is guaranteed 
by the Government of Peru. It is for a term of 15 years 
and bears interest of 4° per cent per annum including 
the statutory 1 per cent commission. Amortization will 
begin May 1, 1958. The Manufacturers Trust Company 
is participating in the loan, without the World Bank’s 
guarantee, to the extent of $310,000, representing the 
first four maturities falling due in 1958 and 1959. 

The Pacasmayo plant will serve the coastal region of 
Northern Peru, an area undergoing considerable agri- 
cultural and industrial development. The plant will pro- 
duce about 100,000 tons of cement annually, and is 
expected to come into operation in 1957. The total cost 
of the project is estimated at the equivalent of $5 million, 
including interest during construction and initial working 
capital. The Compania Nacional de Cemento Portland del 
Norte has an authorized share capital of 50 million soles 
($2.5 million), of which 18.5 million soles has been paid. 
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The company has a binding obligation from the subscrib- 
ers to pay the remainder when called. The management of 
the company is under a Board of Directors composed of 
well-known businessmen. 


This is the sixth World Bank loan in Peru and the first 


Rice Prospects in 1955 


Rice production in the United States in 1954 is esti- 
mated at about 2.66 million tons of paddy, which, apart 
from 175,000 tons carry-over, will provide an exportable 
surplus of about 1 million tons of milled rice, or enough 
to fill about one quarter of the world’s prospective import 
demand. 

Mainland China grows and consumes about one third 
of the world’s rice, and a proportionately small change in 
her supplies or requirements would exert a major influ- 
ence on international trade in rice. China was the fourth 
largest gross exporter in 1953 and probably retained 
that place in 1954. In 1955 Chinese gross exports may 
be maintained at about 300,000 tons. Net exports will be 
considerably lower, since 150,000 tons of Burmese rice 
have been bought for shipment during 1955. Chinese 
requirements are the most problematic factor in the 
world rice situation. 

Pakistan will probably have a carry-over in 1955 of 
over 100,000 tons, to which will be added some portion 
of the new crop. Production in Burma and Thailand will 
not be known for some time. While crops in both coun- 
tries started poorly because of drought, carry-overs from 
earlier crops are estimated at about 700,000 tons in each 
of them. The old stocks will probably consist mainly of 
lower grades, including brokens. The prospects for the 
rice crops in Vietnam and Cambodia are good. 

The main importer of rice, Japan, intends, if her 
foreign exchange resources permit, to import 3 million 
tons of cereals during November 1954-October 1955, of 
which one third will be rice. Japan’s rice imports would 
then be 500,000 tons less than in 1954. India was the 
biggest importer during 1954 as a result of the decision 
to build up an emergency reserve stock. About 1.3 million 
tons of home-grown rice, plus 900,000 tons brought in 
under special agreement with Burma, would thus permit 
India to abstain from all purchases of foreign rice in 
1955, even if the Indian crop were to be somewhat less 
than last year’s record return. Indonesia was the world’s 
third highest importer in 1952; her imports have since 
fallen sharply, and the authorities plan to attain self- 
sufficiency in rice in the near future. Indonesia will, 
however, probably import some rice in 1955. Malaya, 
Ceylon, Hong Kong, and Cuba are the only other coun- 
tries which have recently imported more than 200,000 
tons annually. Any change in the relationship between 
prices of rice, wheat, wheat flour, and barley would also 
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to be made to a private Peruvian company. It brings the 
total amount lent in Peru to $31 million. 


Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D.C., 
April 19, 1955. 


affect the demand for rice in the latter part of 1955 and 
in subsequent years. 


Source: Far Eastern Economic Review, Hong Kong, Feb- 
ruary 17, 1955. 


Europe 


Sterling Exchange Rates 


Sterling has again shown reassuring signs of strength. 
During the week ended April 16, the official spot rate 
for the U.S. dollar in London moved from $2.79%% to 
$2.79134 and probably would have climbed further but 
for occasional sales of dollars by the Exchange Equaliza- 
tion Account. Part of the strength of sterling springs 
from further inward movements of short-term capital 
attracted by the 334 per cent London rate on three-months’ 
bills, against the 1°, per cent New York rate. These 
movements are reflected in the recent widening of the 
premium on forward dollars, now quoted at a premium 
of 1 to 14% cents for three months. As an annual per- 
centage, this premium almost wipes out the difference 
in bill rates. Moreover, the London Treasury bill rate 
was reduced slightly during the week, while New York 
rates tended to rise. 

The Bank of England has probably spent some dollars 
in supporting the rate for transferable sterling. In 
Ziirich, where supporting operations have been mainly 
focused, the transferable sterling rate has risen in the 
past six weeks from $2.72 to $2.7714, the highest level 
in nine months. The U.K. authorities apparently are 
endeavoring to maintain the margin between the trans- 
ferable and official sterling rates at a figure that will 
remove all incentives to shunting. The dollars recently 
spent on supporting operations appear to be only a 
fraction of those gained in the official market and must 
also have contributed to the strength of official sterling. 
Proceeds from direct exports to the dollar area of such 
sterling commodities as rubber, tin, and cocoa are once 
more accruing through the official market. 

The recent strength of sterling has been evident also 
against most European currencies. The Belgian franc 
rate has risen to BF 140.20 per pound and the guilder 
rate to f. 10.64% per pound—each being the highest rate 
reached in more than six months. 


Source: The Economist, London, England, April 16, 1955. 
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U.K. Balance of Payments in 1954 


Details of the U.K. balance of payments in 1954, sum- 
marized in the Economic Survey (see this News Survey, 
Vol. VII, p. 312), were published as a White Paper 
(Cmd. 9430) on April 12. Apart from seasonal factors, 
the pressures that developed toward the end of 1954 
make it more necessary than ever to scrutinize separately 
the figures for each half year. Estimates for the second 
half are provisional and may contain more distortions 
than usual because of sharp changes in the flow of pay- 
ments and of the effect of the dock strike on trade. While 
the U.K. current surplus for the entire year 1954, at 
£110 million, was only £5 million smaller than in 1953, 
the U.K. balance deteriorated by £186 million between 
the first and the second half year, and that of the whole 
sterling area with the rest of the world by £337 million. 

Seasonal factors, including interest payments to the 
dollar area, partly accounted for the deterioration in the 
second half of 1954, but nonseasonal influences were 
quantitatively more important. They included higher 
imports, which in the United Kingdom were due mainly 
to higher prices but in the overseas sterling area were 
due to a sharp rise in volume; a fall of about 2 per cent 
in U.K. exports; and a fall in U.K. net invisible income 
on private account. About half of the deterioration was 
in the invisible balance. Net earnings from interest, 
profits, and dividends continued to fall in 1954, mainly 
because of a steep rise in outpayments from £226 million 
to £258 million; net investment income was only £35 mil- 
lion in 1954, compared with £59 million in 1953 and 
£154 million in 1950. 

There was also a marked swing in the U.K. regional 
balance. Of the 6 per cent rise in U.K. exports in 1954, 
over five sixths went to sterling area countries—an un- 
favorable feature in that Australia, which has recently 
made substantial cuts in import quotas, bulked largely in 
this increase. There was some increase in U.K. exports 
to Western Europe, but a 514 per cent fall in exports 
to North America. On the other hand, virtually the whole 
of the additional £118 million of U.K. imports came from 
non-sterling countries. As a result, the U.K. current non- 
sterling deficit increased over the full year from £58 mil- 
lion to £159 million, before crediting defense aid, which 
totaled £102 million in 1953 and £50 million in 1954. 

The rest of the sterling area’s non-sterling surplus fell 
from £281 million in 1953 to £116 million in 1954, of 
which £113 million was earned in the first half of the 
year. But its contribution to the central reserves rose by 
£1 million, to £166 million, over the whole year. There 
are two main reasons for this. The dollar surplus of the 
colonies—at £99 million—was largely maintained, and 
the £57 million deterioration in the dollar deficit of the 
independent sterling area countries was almost offset by 
a rise of £51 million in their gold sales in the United 
Kingdom. The diversion of gold sales to the London 





market may bring little net gain or loss. More surprising 
is the fact that the deterioration in the rest of the sterling 
area’s current non-sterling balance appears to have been 
almost fully covered by an inflow of dollar capital. 

The U.K. current deficit with the dollar area, excluding 
defense aid, rose by £41 million, to £151 million, in 1954. 
But within this total, offshore sales to the United States 
were more than doubled, at £37.5 million, and receipts 
from U.S. and Canadian forces in the United Kingdom 
rose by £7.5 million, to £62.5 million. These indirect 
military receipts now amount to more than one quarter 
as much as U.K. commercial exports and re-exports to 
the dollar area combined. 

For external financing and strengthening of reserves, 
£160 million was available to the United Kingdom in 
1954. Gold reserves absorbed £87 million, and £113 mil- 
lion was repaid to the International Monetary Fund and 
the European Payments Union. Since sterling liabilities 
to other countries rose by £195 million, it is estimated 
that all other capital transactions resulted in a net outflow 
of about £150 million. This item includes a large residual 
item subject to a wide margin of error, but the Economic 
Survey concludes that, after allowance for redemptions 
and sales of investments, gross private long-term invest- 
ment abroad has averaged just over £200 million an- 
nually in recent years, of which much the greater part 
has been in the sterling area. 

The United Kingdom appears to be still borrowing 
“short,” mainly from the sterling area, in order to lend 
“long.” Sterling balances held by non-sterling countries 
rose by £80 million in 1954, but at £852 million they 
are still £216 million under their mid-1951 peak. Balances 
held by the rest of the sterling area, at £3,049 million, 
are only £50 million below the mid-1951 peak and £368 
million more than at the end of 1952; in 1954 the entire 
increase was in colonial balances, which rose by £124 
million, to a total of £1,226 million. 


Source: The Economist, London, England, April 9, 1955. 


Economic Developments in France 


A decree of April 4 raised the “minimum social re- 
muneration” in France from an hourly rate of 121.50 
francs to 126 francs. The minimum legal hourly wage 
rate remains at 100 francs, but the bonus paid in addi- 
tion to the legal minimum, which had been raised from 
15 francs to 21.50 francs in October 1954 (see this News 
Survey, Vol. VII, p. 134), was further increased to 26 
francs. These rates apply to the Paris region; rates for 
other regions are derived by making a flat reduction 
from the Paris rate. This reduction rate, which had 
ranged from 3.75 per cent to 13.50 per cent, was changed 
by the April 4 decree to a range of 3.33 per cent to 12 
per cent. 

The changes are expected to affect 20 to 30 per cent 
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of the labor force in industry and commerce and to 
increase the total wage bill in 1955 by about 100 billion 
francs. Other categories of workers will also benefit, the 
amounts being determined by wage agreements to be 
negotiated between management and labor. Taking ac- 
count of all the factors affecting the wage bill, the Min- 
istry of Finance has estimated that in 1955 the increase 
over 1954 will be some 300 billion francs, or about 5 
per cent. 

Prices in France continued stable in the first quarter 
of 1955, indices of both wholesale and consumer prices 
at the end of March being exactly the same as in December 
1954. Industrial output continued to expand; the indices 
(1938 = 100) in January (166) and February (169) 
were 1] per cent and 13 per cent, respectively, above 
indices for the corresponding months in 1954. 

The reduction of the adverse trade balance with foreign 
countries also continued. Exports to foreign countries 
were greater by 14 per cent than in the first quarter 
of 1954, while imports increased by 2 per cent. The 
deficit for the first quarter of 1955 was $89 million, 
against $165 million in the corresponding period of 1954. 
The surplus with the rest of the franc area increased from 
$109 million in the first quarter of 1954 to $126 million 
in the first quarter of 1955. The French surplus in EPU 
in the first quarter of 1955 amounted to $50 million, 
compared with a deficit of $23 million a year earlier. 
Between the end of December 1954 and the end of March 
1955 official monetary reserves as reported in the Bank 
of France weekly balance sheet increased by $251 million. 


Sources: Institut National de la Statistique et des Etudes 
Economiques, Bulletin Mensuel de Statistique, 
March 1955, Le Monde, April 3, 4, 5, and 7, 
1955, and Agence Economique et Financieére, 
April 12, 1955, Paris, France. 


Foreign Security Transactions in the Netherlands 


The Netherlands Bank has issued a number of general 
licenses designed to relax restrictions on resident trans- 
actions in foreign securities. There is, however, no ques- 
tion of making foreign exchange freely available for 
security purchases. Purchases may be effected with foreign 
exchange representing the proceeds from Netherlands- 
held securities sold abroad. The proceeds from these sales 
will be credited to special accounts, designated as Effecten- 
dollarrekening (Security Dollar Accounts) if the pro- 
ceeds are in U.S. or Canadian dollars, and as Herbeleg- 
gingsrekening (Reinvestment Accounts), identified by the 
name of the currency in question, if the proceeds are in 
non-dollar currencies. Balances in these accounts are 
negotiable only between authorized brokers and banks. 
It is implied, however, that the individual investor who 
desires to buy securities in any given country does not 
necessarily have to sell other securities from his existing 
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portfolio. A balance in a “Security Dollar Account” can 
be used only for purchases of securities in the dollar area, 
balances in a “Sterling Reinvestment Account” can be 
used only for purchases in the sterling area, etc. The 
securities bought must be officially quoted on the stock 
exchange of the country of origin, or in Amsterdam; 
special licenses will still be required for purchases of 
other securities—e.g., Canadian Government loans, be- 
cause they are not officially quoted on the Canadian 
Stock Exchange. 

Netherlands investors are also now permitted to de- 
posit their foreign securities abroad. This authorization 
covers securities bought in the form of certificates, since 
the cancellation of such certificates and their conversion 
into original securities are also permitted. Securities de- 
posited abroad must, however, be held in the name of an 
authorized broker or bank in the Netherlands, and not 
in the name of the investor himself. The freedom now 
permitted for the import and export of foreign securities 
does not extend to foreign securities denominated in 
guilders or to Indonesian securities denominated in 
guilders. 

Finally, a general license has been issued permitting 
arbitragers to purchase, to the debit of their Security 
Dollar Accounts, Netherlands, Indonesian, or foreign se- 
curities, denominated in guilders, provided the seller of 
the securities is a resident of the United States. 


Sources: De Maasbode, April 8, 1955, Rotterdam, Neth- 
erlands; Het Financieele Dagblad, April 9, 1955, 
and De Twentsche Bank N.V., Weekbericht, 
April 15, 1955, Amsterdam, Netherlands. 


Danish-Polish Trade and Payments Agreement 


A trade and payments agreement between Denmark 
and Poland for 1955 provides for an exchange of goods 
to the value of DKr 55-65 million. Denmark has hitherto 
paid for Polish coal to the extent of 7 per cent in dollars 
and 20 per cent in sterling. Under the new agreement, 
all payments will be made in sterling, and the earlier 
swing credit will be discontinued. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
March 22, 1955. 


Finnish Banks’ Recommendation for Index-Tied Accounts 


Finnish banking circles have recommended that, start- 
ing May 2, all banks introduce special accounts tied to the 
cost of living index, i.e., if the cost of living index should 
increase, the banks will guarantee depositors that their 
deposits will be increased correspondingly. It is also 
recommended that, later, bank credit should be tied to the 
cost of living index, but this will depend on how much is 
deposited in the index-tied accounts. 

It is reported that the recommendation is considered 
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to be an expression of lack of confidence in the Govern- 
ment’s policy, and that it is contrary to the wish of the 
Government. It also is reported that the Government has 
stated that its policy of tax-free deposits would not apply 
to index-tied accounts. 


Source: Svenska Dagbladet, Stockholm, Sweden, April 7, 
1955. 


Far East 
India’s Foreign Trade in 1954 


India’s adverse balance of trade was reduced to Rs 290 
million (US$61 million) in 1954 from Rs 330 million 
(US$69 million) in 1953, according to official statistics. 
The improvement was due to the fact that the increase in 
exports exceeded the rise in imports. Exports by sea and 
land, including re-exports, amounted to Rs 5,570 million 
in 1954, compared with Rs 5,320 million in 1953; imports 
were valued at Rs 5,860 million, compared with Rs 5,650 
million in the preceding year. 

Exports of tea, which was the third most important 
export item as recently as 1952, held first position in 
1954. The value of tea exports was Rs 1,310 million, 
compared with Rs 1,030 million in 1953 and Rs 810 
million in 1952. In terms of quantity, exports of tea in 
1954 were only 36 million pounds greater than in 1952, 
and were actually 51 million pounds less than in 1953. 

Exports of jute manufactures increased in terms of both 
value and quantity; 846,000 tons worth Rs 1,210 million 
were exported in 1954, compared with 748,000 tons worth 
Rs 1,110 million in 1953. The 1952 exports were 737,000 
tons worth Rs 1,630 million. 

Cotton manufactures followed the same trend: exports 
increased to 866 million yards, from 658 million yards 
in 1953 and 598 million yards in 1952. Their value was 
Rs 720 million in 1954, Rs 640 million in 1953, and 
Rs 740 million in 1952. 

However, certain other items of importance in India’s 
export trade showed declines. Exports of tanned hides 
and skins decreased from Rs 264 million in 1953 to 
Rs 224 million in 1954; manganese ore from Rs 257 
million to Rs 145 million; pepper from Rs 136 million 
to Rs 101 million; and tobacco from Rs 123 million to 
Rs 119 million. For the last two items, the decline in 
value was due to lower prices; the quantities exported 
actually increased. 

Among imports, foodgrains, which had ranked first 
until 1952 and were third in 1953, fell to fifth position, 
being valued at only Rs 490 million in 1954, compared 
with Rs 810 million in 1953 and Rs 2,080 million in 1952. 

Mineral oils, which had risen to first position in 1953, 
retained the lead. The value of imports of mineral oils, 
including kerosene oil, rose to Rs 870 million, from 


Rs 790 million in 1953. 
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Imports of machinery and millwork were valued at 
Rs 800 million, compared with Rs 850 million in 1953 
and Rs 920 million in 1952. Raw cotton imports were 
Rs 580 million, against Rs 500 million in 1953 and 
Rs 1,150 million in 1952. Imports of metals (excluding 
ores) increased substantially, to Rs 500 million, against 
Rs 390 million in 1953 and Rs 450 million in 1952. The 
value of raw jute imports amounted to only Rs 120 
million. 

Source: The Statesman (Overseas Edition), Calcutta, 
India, April 9, 1955. 


Monetary Conditions in Nepal 


Both the Nepali and the Indian rupee circulate in Nepal, 
whose foreign trade is conducted mainly with India. The 
Nepali rupee, more commonly called the “mohur,” circu- 
lates mainly in the valley of Katmandu and the hilly 
region. The Indian rupee, which circulates freely in the 
Tarai and other areas, is also accepted as legal tender, 
and constitutes the medium for most government revenue. 
The volume of the mohur in circulation has been unofh- 
cially estimated at nearly 100 million Nepali rupees, 
which is, however, a very small figure in comparison with 
either the population of about 8 million or estimated 
exports of Rs 270 million. 

The commodity trade deficit of the mohur-circulation 
area used to be balanced by the expenditure by the ruling 
class (resident in Katmandu) of surplus income from the 
Tarai, or by their sales of precious stones or metals. 
Recent political changes have broken this balance, which 
has also been disturbed by the decline in the remittances 
of Nepali nationals serving in the army in India or else- 
where and by a change from surpluses to deficits in the 
government budget. The rate of exchange between the 
mohur and the Indian rupee, which toward the end of 
1950 had been around 110 mohurs to 100 rupees, had 
moved by September 1952 to 145 to 100. The Government 
then announced the fixing of the rate at 128 to 100, 
undertaking to supply Indian rupees at this rate to im- 
porters only. The open market rate depreciated further, 
however, to 160 to 100 by June 1953 and to 175 to 100 
in the autumn of 1954. In December 1954, the Govern- 
ment revised the rate at which it was prepared to supply 
Indian rupees, to 150 to 100 for essential imports and 
to 175 to 100 for other purposes. Twenty import cate- 
gories, such as motor cars and liquor, were banned. Until 
Nepal’s currency is unified, it will, however, be difficult 
to assess its monetary situation on the basis of the mohur, 
rate of exchange against the Indian rupee alone. 


Source: Economic Commission for Asia and the Far 
East, Economic Survey of Asia and the Far 
East, 1954, Bangkok, Thailand, February 1955. 
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Settlement of Thailand's Claim on Japan 


The Foreign Minister of Thailand has agreed to accept 
payment from Japan to the equivalent of US$41.7 million 
in cash, goods, and services to settle a World War II 
claim of $375 million on Japan. The claim arose from 
Thailand’s advance of 1,500 million baht to Japan during 
the Japanese occupation of Thailand (see this News Sur- 
vey, Vol. V, p. 193). The agreement calls for a cash 
payment, in five annual installments, in sterling totaling 
the equivalent of US$15 million, and the supply of capital 
goods and services valued at 9,600 million yen, or 


US$26.7 million. 


Source: The Washington Post and Times-Herald, Wash- 
ington, D. C., April 10, 1955. 


Japan's Dollar Import Usance System 


The Japanese Government decided on March 25 to 
enlarge the dollar import usance system by adding to it 
15 more items, such as raw cotton, raw wool, rayon pulp, 
etc., effective from April 1, 1955. This system was first 
implemented last November (see this News Survey, 
Vol. VII, p. 162) for the import of raw materials for the 
iron and steel industry (iron ore, coking coal, scrap 
iron, magnesite, etc.) and those to be processed in Japan 
for export (electric copper for export, electric wire, and 
27 other items). 

The system will be applied to imports not only in U.S. 
dollars, Canadian dollars, and Swiss francs, but also in 
German open account dollars, and the term of the loans 
granted in connection with it will be maintained at 90 
days. Issuance of the import usance bills will not require 
governmental permission. 

The Government expects that by the addition of the 
new items the total sum involved in the dollar import 
usance system will be increased from $117 million to 
some $400 million. 

Sources: Bank of Japan, Fortnightly Letter, April 1, 
1955, and Bank of Tokyo, Weekly Review of 
Economic Affairs in Japan, April 2, 1955, 
Tokyo, Japan. 


United States 


U.S. Interest Rates . 


The rise in short-term interest rates in the United 
States (see this News Survey, Vol. VII, p. 242) continued 
in March and April. The yield on new 90-day Treasury 
bills, which had averaged 1.18 per cent in February, rose 
to 1.33 per cent in March and averaged 1.66 per cent in 
the second and third weeks of April. Rates on 4-6 month 
prime commercial paper also were advanced during this 
period by 14 per cent, reaching 17-2 per cent. These 


INTERNATIONAL FINANCIAL News Survey, April 22, 1955 


increases are attributed largely to a contraseasonal in- 
crease in bank loans to business accompanied by a rise in 
consumer credit. As a result, Federal Reserve member 
bank borrowings rose to the highest levels since late 1953, 
and free reserves (excess reserves less borrowings) de- 
clined from about $440 million in February to zero in 


BALANCE OF PAYMENTS YEARBOOK 
Volume 6, 1953-54 


The sixth of this series, designed to make available 
most of the Fund’s balance of payments information, 
will continue the loose-leaf system that was begun 
with Volume 5. 

The sections issued thus far (in March and April 
1955) include a brief description of the Yearbook, 
and also data for the following countries: Austria, 
Canada, Ceylon, Costa Rica, Ethiopia, Finland, 
France (Franc Area), Iceland, Japan, Netherlands 
Antilles, New Zealand, Puerto Rico, Surinam, 
Sweden, Thailand, Union of South Africa, United 
Kingdom, United States, and Uruguay. 

The volume when completed will contain basic 
statistics, with explanatory notes, for the year 1953 
for about 65 countries, and preliminary data for 
1954 for most of these countries. For about two 
thirds of the countries, regional details for 1953, and 
in many cases for 1954, will be given. Half-yearly 
and quarterly statements for 1954 and the first half 
of 1955 will be published for countries for which 
such data are available, and data for 1950-52 that 
have been revised significantly since publication of 
Volume 5 also will be included. In addition, consoli- 
dated area statements for such country groups as the 
United States and Canada, the sterling area, OEEC 
countries, and the Latin American Republics will be 
shown, together with summary statements for most 
individual countries, expressed in U.S. dollars and 
covering several years. The analytic tables and staff 
commentaries in Volume 5 will be brought up to 
date, and similar material for other countries will 
be published. This volume, together with Volume 5, 
will provide a comprehensive record covering the 
period 1947-54 of the available balance of payments 
statistics. 

The loose-leaf sections will be issued monthly, in 
accordance with the availability of the data. It is 
expected that the last sections will have been issued 
by the end of 1955. NO BOUND VOLUME WILL 
BE AVAILABLE, but title pages and a table of 
contents will be furnished for the convenience of 
subscribers who may wish to bind their loose-leaf 
sections. 

Price of the loose-leaf sections, which will cover 
the entire Volume 6, will be US$5.00 or the approxi- 
mate equivalent in currencies of most countries. A 
binder for filing the loose-leaf sections may be pur- 
chased separately for $3.00. Address subscriptions to 


The Secretary 
International Monetary Fund 
1818 H Street, N.W., Washington 25, D.C. 
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the four weeks ended April 13. To meet these market 
adjustments, eight of the Federal Reserve Banks have 
raised their rediscount rates since April 14 from 11% per 
cent to 134 per cent; other Reserve Banks are expected to 
take similar action. (The last previous change in the redis- 
count rate occurred in the first quarter of 1954, when 
it was lowered from 2 per cent to 14% per cent.) 


Sources: The Journal of Commerce, New York, N. Y., 


April 1, 13, and 15, 1955. 


U.S. Industrial Production and Gross National Product 


Industrial output in the United States continued to 
expand more than seasonally in March. The Federal 
Reserve Board index, seasonally-adjusted, was two points 
higher than that for February. At 135 (1947-49 = 100), 
it was 10 per cent above the March 1954 index, and only 
slightly below the all-time high of 137 reached in May 
and July 1953. The largest increases in March again oc- 
curred in the automobile and related industries, although 
other durable goods industries also recorded substantial 
increases. March automobile output reached a new record 
rate, and steel output was at 93 per cent of capacity. 
Gains in textiles, leather, and chemicals were chiefly re- 
sponsible for the rise in nondurable goods production. 

Production increases in the first quarter are reflected 
in preliminary estimates of gross national product. Ac- 
cording to the Council of Economic Advisers, GNP 
reached a record annual rate of $369 billion, an increase 
of $7 billion over the final quarter of 1954. Consumer 
expenditures, up $4.3 billion, and construction, up $1.7 
billion, were chiefly responsible for the increase. The 
rise in construction more than offset a decline in business 
equipment purchases, while inventories were unchanged. 
A further reduction in national security expenditures 
was largely responsible for the continued decline in 
federal government spending, but this was more than 
offset by larger outlays by state and local governments. 


Sources: The Journal of Commerce, New York, N. Y., 
April 15 and 18, 1955. 


Export-Import Bank Credits 
The Export-Import Bank of Washington on April 14 


announced the authorization of three new exporter credit 
lines totaling $1.1 million. The largest, for $825,000, was 
extended to the Harbison-Walker Company to facilitate 
exports of refractories. The other two lines were extended 
to manufacturers of food and soap processing machinery. 

The three new lines of credit brought the total number 
extended since the beginning of the program last No- 
vember to 52, and the value to almost $100 million. (See 
also this News Survey, Vol. VII, p. 315.) 


Source: The Journal of Commerce, New York, N. Y., 
April 15, 1955. 


Latin America 


General Wage Increases in Peru 


The Peruvian Government took measures in February 
to increase wages and salaries, in order to compensate for 
the increase in the cost of living in recent years. (The 
cost of living in Lima increased by about 33 per cent 
between the end of 1950 and the end of 1954.) A gov- 
ernment decree of February 2, 1955 provided for salary 
increases ranging from 5 per cent to 40 per cent for all 
private employees who had not received voluntary wage 
or salary increases since the last general adjustment of 
October 12, 1950. For employees hired before October 12, 
1950, the increases range from 40 per cent on the first 
400 soles of monthly salaries to 15 per cent on the salary 
bracket between 1,001 soles.and,2,000.soles, .No,.increase 
is provided on brackets higher than 2,000 soles. For 
employees hired between October 12, 1950 and Decem- 
ber 31, 1951, the scale of increases ranges from 35 per cent 
on the first 400 soles of monthly salaries to 15 per cent 
on the 1,001-2,000 soles bracket; for employees hired 
in 1952, from 30 per cent to 12 per cent; for employees 
hired in 1953, from 25 per cent to 10 per cent; and for 
employees hired between January 1 and September 30, 
1954, from 15 per cent to 5 per cent. 

A decree issued by the Ministry of Labor on March 8 
also established minimum wages for different kinds of 
jobs. Minimum wages in Lima, Callao, and Balnearios 
were set at 400 soles for any worker or employee, male 
or female, more than 18 years of age. 


Sources: Camara de Comercio de Lima, Boletin Semanal, 


Lima, Peru, February 9 and March 9, 1955. 


German Credit fo Bolivia 


Negotiations have been completed between the Deutsche- 
Sudamerikanische Bank, Hamburg, and the Banco Cen- 
tral de Bolivia, La Paz, for a $3 million credit agreement. 
The agreement, which has to be approved by the Bolivian 
Government, provides for deliveries of West German com- 
modities valued up to $3 million. These goods are in 
addition to current West German exports to Bolivia, and 
the following categories are included: tools and imple- 
ments for general use (15 per cent); consumer goods, 
except luxury goods (15 per cent); industrial raw mate- 
rials, parts, and accessories (20 per cent); mining 
machinery (20 per cent); industrial machines and those 
used for transportation (30 per cent). 

The agreement further provides that Bolivian orders 
must be placed with West German suppliers within three 
and a half years. Any West German firm may be selected 
as supplier. 


Source: The Journal of Commerce, New York, N. Y., 
April 6, 1955. 
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Chile's 1955 Exchange Budget 


A decree of the Chilean Ministry of Economy which 
became effective on March 3, 1955 has approved the ex- 
change budget for 1955. This budget departs from the 
practice of previous years by grouping the estimated 
receipts and expenditures in two separate sections: “or- 
dinary” exchange receipts and expenditures, and “extra- 
ordinary” receipts and expenditures. Details of the or- 


dinary receipts and expenditures are as follows: 


RECEIPTS (million U.S. dollars) 


Major export receipts... 201.7 


Exports under agreement with Ar- 
NN ic tc 


Other exports ___ 


Total exports 


Government receipts 
Services and other private receipts 


Total “ordinary” receipts 


EXPENDITURES (million U.S. dollars) 


ee 


Imports under agreement with Ar- 
SI ids ccstcicectihhahtncenanenneetsanuiniiecncdcce Oe 


I i tems’: 
Services and other private expenditures 6.3 
Government payments _______ unis, “ee 


Essential imports 


Defense expenditures > 
Capital repayment and servicing... 53.7 
Repayment of arrears (25% of total). 20.0 


Total “ordinary” expenditures. 292.3 


The “extraordinary” receipts, estimated at a total of 
$132.9 million, would consist of private credits and 
official loans which the Chilean authorities expect to re- 
ceive in 1955. The “extraordinary” expenditures include 
the repayment of accumulated debts (US$59.6 million) 
and the cost of additional imports of goods ($73.4 
million). 

Rules for the execution of the exchange budget provide 
that payments authorized by CONDECOR (Foreign Trade 
National Council) are not to exceed the availabilities of 
the ordinary budget, and that licenses under the extra- 
ordinary budget will be issued only after adequate 
financing has been secured. CONDECOR may not grant 
licenses during any quarter of the year for more than 
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25 per cent of the budget total. Priorities for visible 
trade are to be given to foodstuffs, raw materials, anti- 
biotics, chemicals and pharmaceuticals, fuels and lubri- 
cants, official and semiofficial imports, and other regular 
commercial imports; and for invisible trade, to govern- 
ment payments, services, and other private transactions. 
The quota assigned for the repayment of accumulated 
arrears is to have high priority. 

With a view to preventing any increase in the backlog 
of debt, decrees issued earlier provided that official 
institutions, autonomous government agencies, and gov- 
ernment corporations may not contract foreign loans or 
make imports on the deferred payments plan without 
prior authorization given by decree of the Chilean Gov- 
ernment. Provision was. also made for the organization 
of a Committee to study the debts outstanding and to 
negotiate repayment plans with foreign creditors. The 
text of the latest decree provides a policy directive for 
this Committee, requiring that repayment plans should 
contemplate immediate payment of 25 per cent of the 
debt and the amortization of the balance within a period 
of three to four years. 


Source: El Mercurio, Santiago, Chile, March 3, 1955. 


Copper Mine Wage Increases in Chile 


The Anaconda Copper Mining Company has signed an 
agreement with the union leaders of the Chuquicamata 
copper mine in Chile, which provides for a 20 per cent 
increase in wages for all workers and also maintains 
existing benefits. The increase is made retroactive to 
January 1, 1955 and is to run through May 1956. This 
agreement is expected to serve as a basis for the settlement 
of other pending strikes. 


Source: American Metal Market, New York, N. Y., 
April 5, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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